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Abstract:

This study examines the impact of yield rate risks on the
market value of Islamic banks in comparison to the interest rate
risks faced by conventional banks. Islamic banks operate under
profit and loss sharing principles, which distinguishes their
financial structure and risk management mechanisms from those
of conventional banks that primarily rely on interest rates. This
divergence illustrates how market fluctuations can differentially
affect these two types of banks.

The study also highlights the challenges that Islamic banks
face due to the unique nature of their financing. The findings
indicate that these banks are more susceptible to high yield rates
compared to conventional banks, primarily attributable to
structural differences in asset and liability sensitivity. While
conventional banks possess a greater ability to quickly adapt to
changes in interest rates, Islamic banks encounter difficulties in
responding to traditional interest rate indicators such as LIBOR,
especially in fixed-income contracts.
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To achieve its objectives, the study employs a multi-
dimensional methodology that includes descriptive, comparative,
and quantitative analyses to explore the financial data of both
Islamic and conventional banks in Egypt over a specified period.
The results reveal a general decline in yield rate risks within
Islamic banks, with notable exceptions; they also indicate a lack
of alignment between sensitive assets and liabilities in most
banks, thereby increasing their exposure to risks.

This study contributes to the academic understanding of
the financial risk impacts on Islamic banks and provides
recommendations for enhancing risk management strategies,
such as adopting duration gap analysis and improving asset-
liability matching. In conclusion, the study aims to offer practical
guidance for best practices in Islamic banking to ensure stability
and competitiveness in the financial market.

Keywords: interest rates — profit and loss sharing — assets and
liability sensitivity — duration gap analysis — risk management —
financial stability.
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